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OATH OR AFFIRMATION

1,JOHN LEO , swcar'(or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
AMERICAN UNION SECURITIES, INC. as

of DECEMBER 31 2093 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

ey A

Signature

PRESIDENT 7 S e

" Title

NOTARy BN P Lo pae
PRSI ORI NS

LIFIE, 4%
COMM’SS‘gA':“{_;X 'G4483

OND
This report ** contains {check all applicable boxes) PIRES JuL YCOUNF&
X (a) Facing Page. 6
X (b) Statement of Financial Condition.
" X (c) Statement of Income (Loss).
X (d) Statement of Changes in Financial Condition.
X (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
ﬁ (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital,
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 150-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 150-3.

{1} A Reconciliation. including aporopriate explanation of the Combutation of Net Cavital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 150-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
(1) An Oath or Affirmation.

(in) A copy of the SIPC Supplemental Report. :
O (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit,

Ox 0O J00x

“For conditions of confidential treatment of certain portions of thisfiling, see section 240.17a-5(e)(3).
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BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants

High Ridge Commons
Suites 400-403
200 Haddonfield Berlin Road
Gibbsboro, New Jersey 08026
(856) 346-2828 Fax (856) 346-2882

INDEPENDENT AUDITORS’ REPORT

To the Stockholder of
American Union Securities, Inc.
New York, NY

We have audited the accompanying statement of financial condition of American Union
Securities, Inc. as of December 31, 2005, and the related statement of operations, changes in
stockholder’s equity and cash flows for the period November 12, 2004 to December 31, 2005.
These financial statements are the responsibility of the Company’s management. Our -
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of American Union Securities, Inc. as of December 31, 2005 and the results
of its operations and its cash flows for the period November 12, 2004 to December 31, 2005, in
conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the supplemental schedule listed in the
accompanying index is presented for the purposes of additional analysis and is not a required
part of the basic financial statements, but is supplemental information required by Rule 17a-5
under the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

As noted in Note 12, the Company has amended its previously issued financial statements for the
period November 12, 2004 through December 31, 2005 on it’s report dated February 3, 2006.




The Company has amended these financial statements to reclassify $42,263 as Liabilities
Subordinated to General Creditors for the period November 12, 2004 through December 31,
2005. In addition, the net loss for the period November 12, 2004 through December 31, 2005
has decreased from ($141,354) to ($140,734) due to a reclassification

BAGELL, JOSEPHS, LEVINE & COMPANY, LLC.

BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants
Gibbsboro, New Jersey

February 3, 2006, except Note 12, dated May 2, 2006

MEMBER OF: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS (AICPA)
CENTER FOR PUBLIC COMPANY AUDIT FIRMS (CPCAF)
NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
FLORIDA STATE BOARD OF ACCOUNTANCY




AMERICAN UNION SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION -
DECEMBER 31, 2005

ASSETS

Current Assets:
Cash
Securites owned, at market

Total current assets

Property and Equipment:
Computers
Office equipment

Less :Accumulated depreciation
Property and equipment, net

Other Assets:
Security deposits
Loan receivable

Total Other Assets

TOTAL ASSETS

 LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accrued expenses
Accrued interest

Total current liabilities

LONG-TERM LIABILITIES:
Long-term debt

TOTAL LIABILITIES

STOCKHOLDERS' EQUITY
Common stock, $ .001 par value, 6,000,000 shares
authorized, 100 shares issued and outstanding
Additional paid-in capital
- Accumulated deficit

Total stockholders’ equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

The accompanying notes are an integral part of these financial statements.
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$

$

Restated
172,811

120,595

293,406

11,462
3,764
15,226

(4,340)

10,886

58,634
42,263

: 100,897

405,189

9,000
4,920

13,920

192,263

206,183

2
429,998

(230,994)
199,006

405,189




AMERICAN UNION SECURITIES, INC.
STATEMENT OF OPERATIONS
FOR THE PERIOD NOVEMBER 12, 2004 TO DECEMBER 31, 2005

REVENUES .
Revenue
Interest income
Total revenue

OPERATING EXPENSES
Realized and unrealized losses
Compensation
Rent
Professional services
Office
Depreciation
Interest
Utilities

Total operating expenses

NET LOSS BEFORE PROVISION FOR INCOME TAXES
Provision for income taxes

NET LOSS

RESTATED
$ 355,399
294

355,693

175,436
122,750
119,369
15,121
44,691
3,408
4,920

10,732

' 496,427

(140,734)

3 (140,734

The accompanying notes are an integral part of these financial statements.
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AMERICAN UNION SECURITIES, INC.
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
) FOR THE PERIOD NOVEMBER 12, 2004 TO DECEMBER 31, 2005

RESTATED
Subordinated borrowings at November 12, 2004 $ . 192,263
Increases .
Decreases D -
Subordinated borrowings at December 31, 2005 $. . 192,263

The accompanying notes are an integral part of these financial statements.
-8-




AMERICAN UNION SECURITIES, INC.
STATEMENT OF CASH FLOWS - AMENDED
FOR THE PERIOD NOVEMBER 12, 2004 TO DECEMBER 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES RESTATED
Net loss 5 (140,734)

Adjustments to reconcile net loss to net cash
used in operating activities: _
Depreciation v 3,408

Changes in assets and liabilities:

Decrease in deposits ‘ ' 25,130
(Increase) in securities (120,596)
Increase in accrued expenses and interest 13,920
Total adjustments . (78,138)
Net cash (used in) operating activities (218,872)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets : (1,987)
Investment receivable . (42,262)
Net cash (used in) investing activities . (44,249)

CASH FLOWS FROM FINANCING ACTIVITIES

Return of capital : (40,000)
Contribution of capital . 430,000
Net cash provided by financing activities 390,000
INCREASE IN CASH AND CASH EQUIVALENTS 126,879
CASH AND CASH EQUIVALENTS - BEGINNING OF PERIOD 45,932
CASH AND CASH EQUIVALENTS - END OF PERIOD $ 172,811

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the period for:
Interest paid $ -

Income taxes paid $ . -

The accompanying notes are an integral part of these financial statements.
9.




NOTE 1.

AMERICAN UNION SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

BUSINESS

American Union Securities, Inc. (“Company”) is a registered broker-dealer in
securities under the provisions of the Securities Exchange Act of 1934 and is a
member of the National Association of Securities Dealers, Inc. The Company
incorporated in the State of New York on June 9, 2004. The Company
commenced operations as a broker-dealer on November 12, 2004.

The Company is negotiating an agreement (“Agreement”) with a clearing broker
(“Broker™) to clear securities transactions, carry customers’ accounts on a fully
disclosed basis and perform certain record keeping functions. Accordingly, the

Company operates under the exemptive provisions of Securities and Exchange
Commission (“SEC”) Rule 15¢3-3(k)(2)(i1).

As noted in Note 12 the Company has amended its previously issued financial
statements for the period November 12, 2004 through December 31, 2005 on it’s
report dated February 3, 2006.

SECURITIES TRANSACTIONS

Securities transactions and related commission revenues and expenses are
recorded on a trade date basis. Securities listed on a national exchange are valued
at the last sales price on the date of valuation. Securities not listed on a national
exchange are valued at the last sales price on the date of valuation or, if such price
is not available, at the bid price for securities owned and the ask price for
securities sold but not yet purchased at the close of business.

INCOME TAXES

Income taxes are computed on the pretax income, offset by pre-existing net
operating losses, based on the current tax law. Deferred income taxes are
recognized for the tax consequences in future years of differences between the tax
basis of assets and liabilities and their financial reporting amounts at each year-
end based on enacted tax laws and statutory tax rates.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

-10-




NOTE 1.

NOTE 2.

NOTE 3.

AMERICAN UNION SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2005

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

FAIR VALUE OF FINANCIAL INSTRUMENTS

- The carrying amounts reported in the balance sheet for cash and cash equivalents,

and accounts payable approximate fair value because of the immediate or short-
term maturity of these financial instruments. The carrying amount reported for
long-term debt approximates fair value because, in general, the interest on the
underlying instruments fluctuates with market rates.

FIXED ASSETS

Fixed assets are stated at cost. Depreciation 1s computed using the straight-line
method over the estimated useful lives of the assets.

When assets are retired or otherwise disposed of, the cost and related accumulated
depreciation are removed from the accounts, and any resulting gain or loss is
recognized in income for the period. The costs of maintenance and repairs is
charged to income as incurred; significant renewals and betterments are

" capitalized. Deduction is made for retirements resulting from renewals or
" betterment. Depreciation expense was $3,408 for the period November 12, 2004

to December 31, 2005.

CLEARING AGREEMENT

In accordance with the Company’s future agreement, all of the Company’s
property held by the Broker including, but not limited to, securities, deposits,
monies and receivables are used as collateral to secure the Company’s liabilities
and obligations to the Broker.

REGULATORY NET CAPITAL AND RESERVE REQUIREMENTS

- The Company is subject to the SEC’s Uniform Net Capital Rule, which requires

the maintenance of minimum regulatory net capital and requires that the ratio of
aggregate indebtedness to regulatory net capital, both as defined, shall not exceed
15 to 1. As of December 31, 2005, the Company has regulatory net capital of
approximately $247,501 and a minimum regulatory net capital requirement of

$100,000.

Under the provisions of Rule 15¢3-3, the Company is not required to segregate
funds in a special reserve account for the exclusive benefit of customers and, is
not subject to certain other requirements of the Consumer Protection Rule.

-11-



NOTE 4.

NOTE 5.

AMERICAN UNION SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2005

COMMITMENTS

CUSTOMER TRANSACTIONS

In the normal course of business, the Company executes, as agent, securities
transactions on behalf of its customers. If the agency transactions do not settle
because of failure to perform by either the customer or the counter party, the
Company may be obligated to discharge the obligation of the non-performing
party and, as a result, is subject to market risk if the market value of the securities
is different from the contract amount of the transactions. :

The Company does not anticipate nonperformance by customers or counter
parties in the above situations. The Company’s policy is to monitor its market
exposure and counter party risk. In addition, the Company has a policy of
reviewing, as considered necessary, the credit standing of each counter party and
customer with which it conducts business.

OPERATING LEASE

The Company leases office space under a five-year lease agreement that will
expire in June 2009. Currently, the Company is paying $8,377 per month as a

base rent until June 30, 2007 and then $8,655 per month until the lease ends on

June 30, 2009. The minimum rentals for the remainder of the lease is $358,506.

Rent expense for the period ended December 31, 2005 was $1 19,369.

2006 $ 100,524
2007 ‘ ‘ 102,192
2008 v 103,860
2009 51,930
Total Rents o 1358506

MARKETABLE SECURITIES

Marketable securities represent Se_curities owned by the Company as an
investment. As of December 31, 2005, marketable securities were comprised of
the following: -

: Percent
Market of
Value Total
Corporate securities (net of unrealized appreciation) $ 120,596 - 100%

-12-




NOTE 6.

NOTE 7.

NOTE 8.

NOTE 9.

NOTE 10.

NOTE 11.

AMERICAN UNION SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2005

SECURITY DEPOSITS

The Company has a security deposit with it’s landlord in the amount of $58,633
as of December 31, 2005. ’

FIXED ASSETS

Fixed assets at December 31, 2005 are as folloWs:

Office equipment and furniture : $ 3,764
Computer 11,462
Accumulated depreciation ’ - (4,340) -

_S 10,886
Depreciation expense was $3,408 for the period ended December 31, 2005.

SECURITIES SOLQ.L:NOT YET PURCHASED

The Company may, from time to time, sell securities it does not own in
anticipation of a decline in the fair value of those securities. When the Company
sells a security short, it must borrow the security sold short. A gain, limited to the
price at which the Company sells the security short, or a loss, unlimited in
amount, will be recognized upon the termination of a short sale. At December 31,
2005, there 1s no obligation for securities sold, not yet purchased.

INVESTMENTS

The Company owns 19,200,000 shares of thinly traded stock that they have set up
a complete 100% valuation allowance.

PENSION PLAN

The Company does not have a retirement plan.

INCOME TAXES

The Company has an accumulated deficit of $230,164 at December 31, 2005 to
offset future taxable income through 2023.

December 31,

2005
Deferred tax assets - $ 81,065
Less: valuation account o - o (81,065)

Total : $ -

-13-




NOTE 12.

AMERICAN UNION SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2005

RESTATEMENT OF PREVIOUSLY ISSUED FINANCIAL STATEMENTS

The Company has amended it’s previously issued financial statements for the
period November 12, 2004 through December 31, 2005 on it’s report dated
February 3, 2006 in response to the National Association of Securities Dealers,
Inc. (NASD) letter dated April 4, 2006. The Company has amended these
financial statements to reclassify $42,263 as “Liabilities Subordinated to General
Creditor” for the period November 12, 2004 through December 31, 2005.

In addition, the net loss for the period November 12, 2004 through December 31,
2006 has decreased from ($141,354) to ($140,734) due to a reclassification

-14-




SUPPLEMENTAL SCHEDULE




AMERICAN UNON SECURITIES, INC.
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
AND STATEMENT PURSUANT TO RULE 17a-5(d)(4) OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2005
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1 RESTATED
‘Computation of Net Capital
Total stockholders' equity from statement of financial condition $ 199,006
Less: Non-allowable assets .
Fixed Assets - Net $ 10,886
Security deposit § 58,633
Loan receivable 42,263
Total non-allowable assets (111,782)
Add: Subordinated agreement 192,263
Less : Haircut valuations and undue concentration , (31,986)
NET CAPITAL $ 247,501

Computation of Basic Net Capital Requirement

Minimum net capital required, 6-2/3% of $13,920 pursuant to Rule 1503—} $ 928
Minimum dollar per capital requirements of reporting broker/dealer $ 100,000
Minimum net capital requirements of reporting broker/dealer $ 100,000
EXCESS NET CAPITAL $ 147,501

Computation of Aggregate Indebtedness
Accounts payable and accrued expenses 5 13,920

Percentage of aggregate indebtedness to net capital 5.62%

Statement Pursuant to Rule 17a-5(d)(4)
A reconciliation with the Company's computation of net capital as reported in the unaudited

Part 11A of Form X-17A-5 was not prepared as there are no material differences
between the company's computation of net capital and the computation contained herein.

-15-



BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants -

High Ridge Commons
Suites 400-403
200 Haddonfield Berlin Road .
Gibbsboro, New Jersey 08026
(856) 346-2828 Fax (856) 346-2882

REPORT ON INTERNAL CONTROL

Board of Directors
American Union Securities, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
American Union Securities, Inc. for the period November 12, 2004 to December 31, 2005, we
considered its internal control structure, including control activities for safeguarding securities,
in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control structure.

Also, as required by Rule 17a-5 (g) (1) of the Securities and Exchange Commission, we have
made a study of the practices and procedures followed by the company that we considered
relevant to the objectives stated in Rule 17a-5 (g) in making the periodic computation of
aggregate indebtedness and net capital under Rule 17a-3 (a) (11) and the procedures for
determining compliance with exemptive provisions of Rule 15¢3-3. We did not review practices
and procedures followed by the Company in making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by Rule 17a-
13 or in compliance with the requirements for prompt payment of securities under section 8 of
Regulation T of the Board of Governors of the Federal Reserve System, because the Company
does not carry security accounts for customers or perform custodial functions relating to
customer securities.

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the proceeding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of internal control structure policies and procedures and of
the practices and procedures referred to in the preceding paragraph and to assess whether those
practices. and procedures can be expected to achieve the Commission’s above-mentioned
objectives. Two of the objectives of an internal control structure and the practices and procedures
are to provide management with reasonable, but not absolute, assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or disposition
and that transactions are executed in accordance with management’s authorization and recorded
properly to permit preparation of financial statements in conformity with accounting principles
- generally accepted in the United States of America. Rule 17a-5 (g) lists additional objectives of
the practices and procedures listed in the preceding paragraph.




Because of inherent limitations in any internal control structures or the practices and procedures
referred to above, errors or irregularities may occur and may not be detected. Also, protection of
any evaluation of them to future periods is subject to the risk that they may become inadequate
because of changes in conditions or that the effectiveness of their design and operation may
deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure that might be material weakness under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which
the design or operation of the specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving the internal control structure, including procedures for safeguarding
securities, that we consider to be material weakness ‘as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its purpose
in accordance with Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all materials respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we believe
that the Company’s practices and procedures were adequate at December 31, 2005 to meet the
Commission’s objectives. -

This report is intended solely for the use of management, the Securities and Exchange
Commission, and other regulatory agencies which rely on Rule 17a-5 (g) under the Securities
Exchange Act of 1934 and should not be used by anyone other than these specified parties.

BAGELL, JOSEPHS, LEVINE 3 COMPANY, LLC.

BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants
Gibbsboro, New Jersey

February 3, 2006

MEMBER OF: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS (AICPA)
CENTER FOR PUBLIC COMPANY AUDIT FIRMS (CPCAF)
NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
FLORIDA STATE BOARD OF ACCOUNTANCY




